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ABSTRACT 


There are multiple products which are always sold along with each other and even used long with each other and those 
products are known as the complimentary products, some of the commonly known examples can be lead pencil and eraser, 
fountain pen and ink, container and lid or in electrical consumable domain it can be contactor and relay, capacitor and 


contactor, meters and current transformer or voltage transformer etc. 
KEYWORDS: Industrial Consumable, Complimentary Products 
INTRODUCTION 


Many manufactures saw this as an opportunity and decided to leverage on the complimentary product strategy like 
Montblanc for fountain pen and ink, Natraj for lead pencil and eraser or electrical companies like L and T for Meters and 
Current transformers as this strategy not only completes the basket and gives the leverage to seller and also convenience to 


buyer but also improves the overall bottom line for seller and enhance his share of wallet with customers. 


Since the subject and its scope is vast hence, we will analyse in context to only one consumable product i.e. 
switchgear as it will reflect the behaviour of whole category and will be a relevant sample as its used widely and 
irrespective of the final finished product of that particular industry. The purpose of this paper is to analyse and understand 


the nature of this strategy and its impact on manufacturer as well as buyer. 
RESEARCH METHODOLOGY 


This paper will be based on the current and historical literature review. The conventional as well as modern approaches for 
this marketing strategy have been considered. This paper uses descriptive research methodology and the literatures 


reviewed are across products and locations. 
FINDINGS 


The findings of the paper suggest that Industrial consumable products have similar characteristics as any core industrial or 
consumer product where the bundled solution or complementary products can be used to enhance the top line as well as 
bottom line but its marketing approaches has to be adopted keeping its view of an industrial or engineering derived 


product. 


LIMITATIONS 


The paper is based upon the literature available in the public domain and websites of multiple manufacturers along with the 
current and historical literature available on the internet portals and other online resources. The available resources have 
been used as secondary data for the paper and its restricted extension in form of a questionnaire also introduces an 


empirical research by collecting primary data and conclusion based on the data analysis. 
RESEARCH GAP 


Switchgear market is a good example but the contribution in total industrial consumable market is low hence dedicated 
literature on this market is limited. The concept of bundled offer or complimentary products is also a recent adoption hence 
the historical data of its impact is missing hence the attempt in this paper is to study the larger industrial or even consumer 


market and create a bridge in context to link it with switchgear market. 
RESEARCH OBJECTIVES 


The Marketing approach of selling a product with the products which are a natural extension or work hand in hand has 
been there since long and the recent shift is only to make specific products to cater the needs of customers by having a 
complimentary product which either enhances the performance of the main product or used to give protection to it. In some 
cases the complimentary products are referred as optional or a mere recommendation like same brand of voltage stabilizer 
with refrigerator or air conditioner but in many cases they are referred as essential for performance or as an extension of 
the product like specific printer ink with printer. In switchgear domain the examples can be overload relays with contactors 


or circuit breakers with automatic transfer switch etc. 


The term marketing is typically associated with advertisement or promotions but in eality this is the smallest 
activity out of the vast scope which falls under marketing and the largest part is the creation and implementation of 
strategy. Marketing is engaged with every aspect of product and when it comes to the strategy like having a bundled offer 
or complimentary products then the role becomes even more critical as not only they have to be involved in product or 


offer development but also to ensure that the message is cascaded in the same way as it was intended. 


The industrial consumable products carry a long and multi-player decision making process and it is important that 
the essence of the message remains same for all stakeholder but still the message needs to be tailored for each stakeholder 


and that’s where the product strategy comes in to picture. 


The purpose of this research is to discuss and identify relevance of complimentary product strategy in 
Industrial consumable products domain. The secondary objective is to conduct a questionnaire-based survey across 
stakeholder within a restricted sample to validate the strategy. The major research objectives of the paper can be 


summarized as: 


e To analyse various complimentary product marketing approaches / strategies adopted for industrial consumable 


products and their impact. 


e To validate the findings with the data collected thru the questionnaire-based survey. 


RESEARCH METHODOLOGY 


This research paper involves exploratory and descriptive research methodology which would be backed up by a 
questionnaire-based survey. The researchers have tried to explore as many online and offline research papers and other 
available and accessible literatures on switchgear manufacturers and the scenario for adoption of this strategy over other 
available strategies. The aim of the deliberation is to study the complimentary product strategy adopted by electrical 


consumable companies and the impact of the same. 
Sampling for the Questionnaire-Based Survey: 


In order to validate the findings of the literature review based results, it was decided to run a questionnaire-based survey to 
find the views of the stakeholders and on the basis of the same it will be decided that the theoretical approach is also a 


valid marketing strategy for industrial consumable products or it is widely appliable for domestic consumer only. 


The sample size is taken as 100 and it involves all the actors who are involved in the purchase decision, to 


eliminate the demographical or geographical bias or favours the samples are spread across India in the manner below: 


Table 1 shows Stratified sampling was used to identify the sample size & after the data collection the validation 


was done through the weighted average of response. 























Table 1 

Description | North | East | West | South | Total 
End user 5 5 P| 5 20 
Consultant 5 2 5 4 16 
Contractor 3 1 3 3 10 
Panel Builder 8 4 6 6 24 
Distributor 10 4 8 8 30 

Total | 31 | 16 | 27 [| 26 | 100 


























LITERATURE REVIEW 


The literature review has been divided in to different sections so that we can review each relevant section starting from 
Industrial consumable products to the complimentary product strategy and at last we will analyse impact and importance of 


those in context to the electrical industrial consumable products. 
Industrial Consumable Products 


Industrial consumable products are mentioned in India’s Exim Policy (Chapter 9, Clause 9.15) by Directorate General of 
Foreign Trade as “Consumables” means any item, which participates in or is required for a manufacturing process, but 
does not necessarily form part of end-product. Items, which are substantially or totally consumed during a manufacturing 


process, will be deemed to be consumables. 


In economics terms, industrial consumable products have zero elasticity or inelastic demand and the economic 
scenario or even the prices of these consumables do not impact the consumption pattern drastically. Its characteristics are 
close to coarse food grains (Praduman Kumar, Anjani Kumar, Shinoj Parappurathu and S.S. Raju, 2011) as the staple food 
grains have inelastic or even negative demand and while we understand the impact of complimentary product marketing 
strategies electrical consumable product, it would be worthwhile to consider the demand elasticity of Switchgear as 


Industrial consumable product. 


History of Complimentary Products 


Complimentary products have been a subject of interest for researchers since long, first among many to analyse 
relationship between producers of complementary products is due to Cournot (1838, ch. 9) when he modelled two firms 
that produce complementary goods (zinc and copper) and its industrially combined to produce composite product (brass). 
The study displayed that regardless of differences in marginal costs, both firms share the profits equally and implementing 
the same scenario with a single manufacturer making both products then not only they can counterbalance the margins or 


profits on each but also help in planning the raw material and manufacturing schedule. 


There is a stream of literature that mentions “one-way complements” (Cheng and Nahm 2007, Chen and Nalebuff 
2006). In the concept of one-way complements, one of the products has value for the consumers by itself, but the other one 
is useless without the first one, this relationship makes one of them as complementary products which is essential and its 
value can be enhanced by the non-essential product. Cheng and Nahm (2007) examine how the ratio of the essential good’s 


value and the enhanced value of the bundle affects the pricing as well as placement strategy. 


There is another stream which is termed as bundling literature (McAfee et al. 1989, Venkatesh and Kamakura 
2003) where a firm sells the complements as a bundle and while products can be made in house or sourced from outside on 
royalty model or on brand label model. The results show that the consumers respond positively to such bundled products as 


they understand the relevance of these products and how to utilize them best in their installations. 


Just to analyse the potential of complementary products computer software is essentially complementary to 
hardware (Economides & Salop, 1992; Brandenburger & Nalebuff, 1997; Binken & Stremerche, 2009). The US computer 
software development industry involves about 50,000 companies with combined annual revenue of about $220 billion, 
more than half the sales of packaged products (Hoovers, 2010). With such a wide field it is not important but also a critical 
success factor companies to make complimentary products or to have tie up in market place to offer complimentary 


products as this seems to be a significant push in making the purchase decision. 


Based on the usage the economics definition of complementary products, it has cross-price elasticity which revolve 
around the buying behaviour, usage and the possibility of substitution (Mulhern & Leone, 1991), form retail point of view the 
products which are consumed together like bread and eggs can be complimentary but in order to make them contingent 
products the purchase of one prior to purchase of other is essential and these can come form same or different sellers like 


Meters and current transformers in electrical consumable space (Venkatesh & Mahajan, 1997), Sarvary and Parker (1997). 
Complimentary Nature of Products 


While there are many products which are used hand in hand like paint and brush or circuit breakers with fixing hardware, 


but the actual nature of such relationships can be analysed in following ways: 


e Sales Interdependence: it suggests that the higher sales of one product will also boost demand of the 
complimentary product and even if the higher sales of one product is achieved by lowered its price the other 
products balances the weight(Cournot, 1838; Economides & Salop, 1992; Brandenburger & Nalebuff, 1996; 
Sarvary& Parker, 1997). While observing two-sided markets, complementarity between products can generate 
demand (Parker & Van Alstyne, 2005). The cross price elasticity for such products is reciprocal in nature, while 


the magnitudes of sales for both products may not be proportional, the elasticity characteristics remain intact. If 


we consider example of fabric detergent and softener, price changes in detergent had a larger effect on softener 
purchase than the other way (Manchanda, Ansari & Gupta, 1999). In electrical consumable products domain such 
examples can be capacitor and capacitor duty contactor where the sales of one is largely dependent on other, even 


product accessories like motor mechanism for breakers also display the same nature. 


e Functional Interdependence:When in order to achieve a specific functionality, complimentary products are 
required then it is termed as functional Interdependence (Economides, 1988; Matutes & Regibeau, 1988), two 
product systems (Bhaskaran & Gilbert, 2005; Duvvuri, Ansari & Gupta, 2007), product-service system (Guiltinan, 
Madden & Joseph, 1997; Costa & Dierickx, 2005), platforms (Gawer & Cusumano, 2002), industrial and business 
ecosystems (Gawer & Henderson, 2007; Teece, 2007) and two sided markets (Parker & Van Alstyne, 2005), there 
is considerable difference in the nature of functional and technological interdependence between the core and the 
complementary products. CD player with records (Basu et. al., 2003), Computer software and hardware (Shankar 
& Bayus, 2003; Chou & Shy, 1989) and Wintel platform (Casadesus-Masanell & Yoffie, 2006) are evident that 
function dependence is a major factor in deciding the complimentary nature of products. While the products may 


or may not come from same shelf or manufacturer, but their presence is essential for working of each. 


In both cases the dependence is critical for smooth functioning of the system and hence the consumer would 


prefer to buy the same together as complimentary or bundled products. 
Industrial Buying Behaviour 


In attempt to have the bundled offer or having complimentary products the organization needs to understand the Industrial 
organizational buying behaviour (Bunn, 1993; Johnston and Lewin, 1996), eventually this understanding derives the 


products which can be offered as a value proposition by either by virtue of sales interdependence or functional dependence. 


Its generally agreed that this understanding is critical but arriving at such understanding is difficult as it involves a 
chain of various stake holders as well as the dynamic and complex nature of process (Bunn, 1993) and the ever changing 
external factors like Price disruption, competition, political & social environment, technology changes make it even more 


complex (Kraljic, 1983; Lindgreen at al., 2013) 


Since it is such a dynamic field and has extremely important function to make any strategy work, it has attracted 
significant interest in study of organizational buying behaviour and historical research work identified range of variable 
which affect or influence these decisions in a variety of industries (Bunn, 1993; Johnston and Lewin, 1996; Moon and 
Tikoo, 2002), although every research has worked on certain aspects of cause and effect relationship and produces 
contradictory or mixed results (Bunn 1994, Lewin and Donthu, 2005) and since there is no universal tropology available or 


been agreed upon. 


Since this strategy is been driven to make better top line and bottom line by manufacturers hence a lot of 
marketing effort is been placed in order to establish the need to connect one product to another and from simple strategies 
to publish performance characteristics having two products in coordination to offering lucrative commercial deal for a 
bundled purchase have been tried and most of these have resulted in significant results however the final decision of 
buying a complimentary product still remains with the value chain and hence in order to validate the theory a small 


questionnaire based survey is conducted. 


Panel Builder / 
System Integrator 
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Figure 1 


Questionnaire for Survey 








Questionnaire on Complementary Products 


Name of Participant Name of Organization 
Entity Region 
Date 


Question 1 to 5 are to be answered on a scale of 1 to 5 while 1 being lowest & 5 being highest score 


Ql How much influence you have on the buying decision of Switchgear? 
Score 
Q2 How do you rate consider Complimentary products / bundled offer's efficiency w.r.t. buying products individually? 
Score 
Q3 How would you rate company's chances of securing larger business which has complimentary products? 
Score 
a4 How do you rate reliability if complementary products are coming from same manufacturer? 
Score 
as How much value do these complementary products add to your system? 
Score 
as Which all products do you feel are falling in Complimentary product 
range? 
Answer 
Q7 Which all products you would recommend to manufacturer's for adding in their range as complimentary products? 
Answer 





Figure 2 


SUMMARY OF RESULTS 


Table 2 


5, No Questions End User] Consultant] Contractor|Panel Builder] Distributor 
How much influence you have on the buying decision of Switchgear? 4 i 2 4 0 
How do you rate consider Complimentary products / bundled offer's 
efficiency w.r.t. buying products individually? 4 5 4 5 5 
How would you rate company's chances of securing larger business 








— 


which has complimentary products? 3 4 2 5 5 
How do you rate reliability, if complementary products are coming 
from same manufacturer? 5 5 4 4 3 


How much value do these complementary products add to your 


system? 4 5 3 4 0 
——_ee———— ——VBssaa_x_—_au_auwvw_oau_—aun=—_—amns—_u—amnm———_—— ee te 


























ANALYSIS OF RESULTS 
To analyse the outcome, we will discuss each entity separately: 
End User 


These are the final users and the ultimate authority on selection of product and hence they score high on influence, since 
the time consumed in buying individual products is considerably linger hence a bundled offer will always same them time 
as well as effort hence the score on that front is also high. Being the user they rate products on their merit and not only on 
complimentary nature hence the chances of securing business only by bundled offer doesn’t seems to be a strong strategy 
for them however the reliability is the top most priority hence that factor scores very high. Last but not the least, the score 
in terms of adding value to the system which indicates that overall value proposition plays a very important role in the 


decision. 
Consultant 


End User hires the consultant to prepare the requirement for the plant and to frame specification and advise on the 
estimated manufacturer’s and makes available in market. Since they are only on the advisory capacity hence the influence 
on final decision is not great however in order to enhance the performance of the system, they have significant say on all 


other aspects. 
Contractor 


Contractor is the site executor who gets the material from different vendors and puts them together at project / industry site 
to make them perform the required action, while they are also the commercial viaduct but they don’t get involved in 
commercial decisions hence apart from reliability and getting bundled deals to make their job easy, they normally don’t get 
involved and even manufacturer’s don’t make contractor specific strategies unless the products are specifically for that 


segment. 
Panel Builders 


In switchgear sales these are the most important player and since after end user they are the only other actor who is 
involved in commercial decisions hence having them onboard for any strategy is very important. In most of the cases they 
will make a proxy decision on behalf of end user and hence they evaluate the product on availability, compliance, 


reliability and on added value in system. 
Distributors 


These are purely the commercial entities who work as an extended arm of manufacturers to create local inventories and to 
serve the local needs of the buyers. They don’t have any direct influence on buying decision and since they also don’t own 
the system so value added to the process is also not important but they are the local representatives of the manufacturers 


hence they are highly concerned about the reliability as well as commercial advantage of buying as bundle. 


FINDINGS AND MANAGERIAL IMPLICATIONS 


We have seen that the market was always inclined towards the complementary products and the combinations were driven 
by market and not by manufacturers but over a period of time the manufacturers realized the business potential as well as 
opportunity to eliminate potential competition by trying to fill the whole basket of customer form their side and not allow 
any other make or brand to enter to their strong holds. The strategy of make or buy has been judicially applied and it has 


resulted in a better top line and strong bottom line. 


While the strategy has been backed by strong evidence and finds its applications in every customer segment, the 
electrical industrial consumable market especially switchgear is yet to make full use of it and the opportunities to have a 


better use of it seems possible in future. 


The paper also indicates that all the stake holders in the value chain have extremely positive approach towards the 
bundled offer and they want to leverage it more and more but the choice of leveraging this opportunity lies with the 


manufacturers to en cash the same. 
LIMITATIONS AND FUTURE RESEARCH 


The paper is based upon the available literature on the websites of switchgear manufacturers and the current and historical 
literature available on the internet portals and other online resources and hence can be considered as secondary research 
only. Even the questionnaire-based survey had a restricted sample and the concluded results were only limited to certain 
entities. The future research can be on one of the specific cases in form of a case study where we discuss and analyse each 
aspect of this approach in detail and also conduct a wide survey whose results can be validated to create a reference point 


for this specific industry. 
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